INTRODUCTION
In growth theory there is a basic question whether increasing government expenditure promotes economic growth. From empirical evidence it is found that government expenditure on health and education raises labor productivity and development of infrastructure by government expenditure increases private investment. Private investment is one of the essential factors for economic growth. But on the other hand, higher government expenditure at a cost of increased taxes or borrowing may create obstruction for economic activity.
During the world economic recession of the 1930s, the government sectors of both developed and developing economies played a vital role in stimulating economic growth and as a whole economic development, in compliance with Keynes advice. For ensuring of economic growth many countries indulged in higher government expenditures and reducing taxes. These empirical achievements and the Keynesian thought generated considerable interest among economists and policy makers for using government expenditure as a policy for economic development. In 1930s John Maynard Keynes argued that government spending boosted growth by injecting purchasing capacity into the economy. Government could reverse economic downturns by borrowing money from the private sector and then returning the money to the private sector through various spending programs. Financing of government expenditure can be growth retarding. Government expenditure through budget deficit is bad. High budget deficit means demand for loanable fund is more than supply of loanable fund. Since demand for loanable fund is more than supply of loanable fund, it allegedly lead to higher interest rates. Higher interest rates are believed to reduce investment while lower investment leads to lower productivity resulting in productivity means lower growth.
Wagner hypothesis focuses on public expenditure as an endogenous factor. Here public expenditure is driven by the growth of national income. On the other hand according to the Keynesian hypothesis economic growth occurs as a result of rising public expenditure. Here government expenditure is an exogenous variable. Therefore, as far Keynesian Hypothesis is concerned there is causality between economic growth and government expenditure and causality runs from government expenditure to economic growth. On the other hand as far Wagner hypothesis is concerned, the causality runs from economic growth to government expenditure.
Keynes prescribed for escalating government expenditure in order to tide over the great depression of 1930s. The objective behind this gesture was to stimulate effective demand. It was basically an exercise to manage the demand side and reduce the business fluctuations. Thus the Keynesian advocacy for government expenditure was meant for short run management of economic downturn.
This practice was latter advocated for long run economic management by growth economists. Rosenstein Rodan stressed upon ‗big push' through massive government expenditure in order to generate enough of thrust for engine of growth. This was considered to be necessary for the engine of growth. This was considered to be necessary for the -take off‖ of the economy from the ‗vicious circle' of stagnation. Several developing countries like India, China etc resorted to liberal government expenditure, even at the cost of inflation, in order to usher in the period of economic growth through rapid phase of industrialization, agricultural development and business proliferation. The experience of these countries testifies for the fact that massive government expenditure proceeds economic growth. Thus in this developing countries expenditure is found to Granger cause economic growth.
Economists experienced a bigger problem latter on. As economic growth proceeds investment rises, addiction to capital stock rises, productive capacity rises leading to the stimulation of the supply side. However, the demand side is usually found to lag behind. This occurs particularly when the actual rate of growth (gt) exceeds the warranted rate of growth (gw). As a result, the celebrated ‗Knife edge problem' appears. Supply exceeds demand resulting in growth of inventories, and excess capacity and the probability of downturn.
This necessitated for escalating growth expenditure to the management of demand. Thus in later years of economic development, government expenditure has been found to register a steady rise over time in keeping pace with economic growth. This phenomenon is marked by the ‗Wagner law' which states that government expenditure rises with economic development. It implicitly indicates that expenditure may be ‗Granger Caused' by economic growth.
Toward the end of the 19th century the German political theorist Adolph Wagner devised his law of expanding state activity, also known as Wagner's Law. This law stated that the size of the public sector in the economy grows as per capita income rises. Although this -law‖ was somewhat controversial, the data show that there is a tendency for government expenditures as a share of GDP to be larger for rich than for poor countries. For instance the World Bank's World Development Report of 1994 showed that central government expenditures as a share of GDP was 17 percent for low-income countries and 32 percent for high-income countries. Analysts have also noted that wealthy countries -…have larger social welfare programs that cause subsidies and other transfers to be a much higher share of expenditures than in most lower-income countries.‖ Similarly, in his review of world fiscal systems Musgrave noted that -…the rise in the overall expenditure to GNP ratio has been due primarily to the growth of social services. This reflects in particular a growing re-distributional concern, rather than a rising demand for social goods as such. It appears that the underlying forces of social and political change greatly outweighed any tendency…for the transfer share to fall with rising per capita income.‖ Furthermore, he found that the -…rise in the relative importance of social services, which make heavy use of transfer payments, suggests a considerable increase in the importance of transfer payments relative to public purchases.‖ It is thus striking to find that in Brazil, one of the major emerging countries, the tax burden is similar to that of many advanced industrial countries, its income distribution is among the most concentrated in the world. It is the purpose of this article to throw some light on this seeming paradox. Some previous studies already focused on some of the elements which might lead to an explanation of the determinants of inequality linked to the fiscal system, especially its social expenditures. For instance, Clements (1997) found that government social expenditures have exacerbated income inequalities. A more recent study by Siqueira, Nogueira and Levy (2002) attempted to identify the types of households which benefit from federal government expenditures. They came to the conclusion that Brazil's tax and benefits system is deceptively small given the substantial amount of resources involved. Another set of studies (Amsberg et al, 2000; Barros and Foguel, 2002; Hoffmann, 2003; and Ramos, 2000) showed that one of the reasons that the Brazilian government did not succeed in eliminating poverty was due to the inadequate targeting of public expenditures. It shows from the following table-a that in a more disaggregate way for the year 2002 the distribution of federal benefits as a percent of total public sector income. 
LITERATURE SURVEY
Wagner's hypothesis and Keynesian hypothesis are the two important theories regarding the relationship between public expenditure and economic growth. First focuses on effects of economic growth on government expenditure, and the second focuses on effects of government expenditures on economic progress. Landau (1983) , using data for developing countries over 1960-80, examined the relationship between the growth rate of real per capita GDP and the share of government expenditure in GDP. He found that government consumption expenditure has negative effects on growth of per capita output, while the other types of government expenditure have little effect on output growth.
Baum and Lin (1993) examined the impact of three different types of government expenditure (defense, welfare and education) on growth rate of per capita GDP using cross section data developed and developing countries over [1975] [1976] [1977] [1978] [1979] [1980] [1981] [1982] [1983] [1984] [1985] . The finding of the research was that the growth rate of education and defense expenditures has positive effects on growth rate but the growth rate of welfare expenditures has an insignificant negative effect on economic growth.
Deverajan et al. (1993) , using a sample of 14 OECD countries found that government expenditure on health care, transportation and communication has positive effects on economic growth but expenditure on education and defense fail to produce such a positive impact.
Devlin and Hansen (2001) examined Granger causality between aggregate health-care spending and GDP in 20 OECD countries. In some countries health-care expenditure was found to Granger cause GDP, while for the others Granger causality from GDP to health-care expenditure was noted. Albala, Bertrand and Mamatzakis (2001) using countries South Africa and Chile found that positive growth impacts of -productive‖ government expenditure on infrastructure.
Ghali (1997), using VAR and Ganger causality analysis as well as annual data for 1960-96, found no evidence that government expenditure increased output growth.
Kireyev (1998), using annual data (1969-97), found a significant and positive relationship between government expenditure and growth.
Albatel (2000), using data over 1964-95, found that the government plays an important role in promoting growth.
John L. and Vamvoukas G. using data on Greece, UK and Ireland, found that (i) government size Granger causes economic growth in the short run in all countries concerned and in the long runfor Ireland and the UK; (ii) economic growth granger causes increases in the relative size of government in Greece, and, when inflation is included, in the UK. Landau (1983) found that an increase in government expenditure's share in real GDP reduces the growth rate of per capita real GDP.
Barro (1991) found a significant negative relationship between government consumption share and the growth of real per capita GDP. 
OBJECTIVE OF THE STUDY
Under this controversial theoretical framework, I seek to enquire empirically the effectiveness of public spending on education and health care in Brazilian economy. Brazil is a member country of BRICS. Government expenditure constitutes a noticeable economic performance in this region. This perspective of the economy fascinates the imagination of researchers to enquire into the contribution of government expenditure into its economic growth. I, therefore, seek to study the relation among economic growth and government expenditure on education and government expenditure on health in the economy of Brazil.
VARIABLES, DATA, STATIONARITY AND COINTEGRATION
The effectiveness of public spending on education and health care in the Brazilian economy is being studied for the period 1995-2015. The study involves the use of annual dataset for GDP, public spending on education and public spending on health care. The existence of long-run relationships among the I (1) series requires study of cointegration. This is done in view of the fact that an equilibrium relationship among GDP, education and health-care spending requires that their stochastic trends be linked. Results of Johansen cointegration tests involving non-stationary data series of GDP, education and health-care spending. Johansen test revealed on the basis of trace test and max-eigen test that series are cointegrated. One cointegrating relationship is there.
VECTOR ERROR CORRECTION MODEL
The cointegrating relationship among GDP, education and health-care spending was established in the economy of Brazil. The impact of education and health-care spending on Gross Domestic Product was studied through the vector error correction model. For finding out the appropriate result the following VEC model was considered. 
Findings from the estimated vector error correction model
The estimated VEC model for the economy of Brazil testifies that two year lagged education spending and health-care spending do not affect the GDP, while GDP in the past one period seems to have hindered the country's health-care spending.
The economic significance of these findings is as follows (i) 3   being significant at 1% level indicates that short-run shocks, transmitted through the channel of govt. expenditure on health-care, significantly affected the long-run relationship which H t (govt. expenditure on health) maintained with income growth.
(ii) The negative value of 3   indicates that govt. expenditure on health, following any positive shock transmitted through the channel of govt. expenditure on health, declined. Consequently, short-run positive expenditure shock appeared to pull down govt. expenditure on health-care from its long-run equilibrium level.
indicates that govt. expenditure on health-care oscillated around the long-run equilibrium level following short-run expenditure shocks and oscillations were convergent. Thus the long-run relationship which govt. expenditure on health-care maintained with income growth was not stable.
It is, therefore, observed that in the economy of Brazil over the period study GDP has a negative effect on public spending on health-care. It means that GDP in the past one period seems to have slowed down the country's public spending on health-care.
THE VAR MODEL
The Vector Autoregression (VAR) Model for economic growth (Y t ) and govt. expenditure on education (E t ) and govt. expenditure on health-care (H t ) for the economy of Brazil consists of the equations (4), (5) 
Selection of Lag Length: Before estimating VAR, the decision regarding the selection of maximum lag length (k) is important. The decision of the lag length is important to avoid spurious causality (or spurious absence of causality). Therefore, have followed Enders' Method and started with eight lags. Reduction of the lags by one and carried out the test, given that the estimated t-statistics for the coefficient involved is insignificant. In the 3 lag specification a few parameters have been found statistically significant. Therefore, three (3) lags have been chosen for each endogenous variables in their Autoregressive and Distributed Lag Structures in the estimable VAR model.
Features of the VAR Model:
The VAR model consisting of equations (4), (5) and (6) requires that (i) Y t , E t and H t be stationary, and (ii) u 1t , u 2t and u 3t be white-noise terms such that u 1t ~ iidN(0,ζ In this model both Y t , Ht and E t are stationary at 1 st difference such that Y t ~I(1) and E t~I (1). Consequently, the first requirement is satisfied.
However, the properties of u 1t , u 2t and u 3t need to be studied. This will enable us to find if u 1t , u 2t and u 3t are really white noise terms.
The Estimable VAR Model
The estimable VAR model, therefore, consists of the following equations.
(6) (7) (8)
Findings from the VAR model
Results of the estimated VAR model are presented in table 4. Based on the estimated VAR models, the corresponding forecast error variance decomposition of GDP growth is presented in table 5.
The study shows that public spending on education and public spending on health-care have not been able to exert any impact on GDP. On the contrary, it is found that one period lagged GDP slowed down the government spending on health-care. From the variance decomposition analysis indicates that in Brazil education spending and health care spending may contribute just about 8.5% and 6% respectively in constituting a GDP growth profile in the coming future.
Overview of Findings
The findings in this section indicate that in the economy of Brazil over the period of study (i) govt. expenditure on education and health-care did not Granger Cause economic growth.
(ii) on the contrary, economic growth Granger Caused govt. expenditure on health-care but negatively.
CONCLUSION & POLICY IMPLICATION
This paper responds to the development policy debate involving the World Bank and the IMF on the use of fiscal policy not only for economic stabilization but also to promote economic growth and increase per capita income. A key issue in this debate relates to the effect of the composition of public expenditure on economic growth. Policy makers and some researchers have argued that expenditure on growth-enhancing functions could enhance future revenue and justify the provision of "fiscal space" in the budget. The World Bank has argued in two recent policy papers that fiscal policy design should seek to ensure macroeconomic stability as well as promote growth and the long-run welfare of a country. The growth impact of the composition of public expenditure is an important aspect of the design of fiscal policy that is consequently the focus of research interest.
Brazil is the world's fifth-largest country, Latin America's largest economy, and an important trading partner for the U.S. The Brazilian government dominates many areas of the country's economy, undercutting development of a more vibrant private sector, and Brazil's four-year growth average of 4 percent has recently weakened. Government expenditures consume more than 40 percent of GDP. The pace of Brazil's regulatory reform has slowed, and the tax burden is much heavier than in many other emerging economies. Corruption is high, private property rights are insecure, and the judicial system remains vulnerable to political influence.
A recent report indicates that -40 percent of the projects-in infrastructure, housing, transportation, and security-currently being carried out by the Brazilian government to prepare for the millions of tourists that will visit the country‖ for the 2014 World Cup and 2016 Rio Olympics are not complete.
In the most recent year, total government expenditures, including consumption and transfer payments, amount to 41 percent of GDP; public debt is just below 40 percent of GDP. Besides debt service, government spending is focused mainly on pensions, transfers to local governments, and funding the bureaucracy. Public-sector wages and transfer payments account for more than 70 percent of the country's primary spending.
Both private-sector and public-sector pensions in Brazil -are among the most generous in the world, replacing on average 75 percent of pre-retirement income.‖ Some of these pensions are paid to the very poor and are intended to reduce poverty. In general, however, -rural workers aged over 60, and anyone poor and over 65, can get a pension of 622 reals-the minimum wagewithout ever having paid into the system.‖ Although this provision is relatively low in budgetary cost to the government-2 percent of GDP annually -the bigger problems it creates, ones which Brazil shares with de facto bankrupt welfare states, such as Greece, stem from rules that allow contributing workers to retire earlier, with larger pensions, than almost anywhere else in the world.
Given that set of anti-competitive and ultimately fiscally unsustainable incentives, perhaps it is not surprising that most Brazilians retire startlingly early: The average male in the private sector is 54; the average woman, 52. Survivors' benefits have no age limits. To make Brazil's unfunded entitlement liabilities even more daunting, there is also a provision that permits families to inherit 100 percent of the pension of a deceased breadwinner, meaning that even young, childless widows never need work. Today in Brazil fully one-tenth of all 45-year-olds are already receiving pensions. Brazil experiences extreme regional differences, especially in social indicators such as health, infant mortality and nutrition. The richer South and Southeast regions enjoy much better indicators than the North and Northeast. Despite the achievements in poverty reduction over the last decade, inequality remains at relatively high levels for a middle income country. After having reached universal coverage in primary education, Brazil is now struggling to improve the quality and outcomes of the system, especially at the basic and secondary levels.
GDP growth in
This study examines the efficacy of public spending in education and health-care in promoting GDP in Brazil over the period 1995-2015. The stationarity of the dataset have been tested by using Augmented Dickey-Fuller (ADF), Philips Perron (PP test) unit root tests. ADF tests accepted the null hypothesis of unit root at 1% level in case of three variables at the log levels. But unit root of those series is rejected at 1 st difference level. Results are same in case of Phillips Perron test. PP-test accepted the null hypothesis of unit root at 1% level in case of three variables at the log levels. But unit root of those series is rejected at 1 st difference level. Therefore, ADF and PP test testify that the selected series are I(1) by character.
Johansen test revealed on the basis of trace test and max-eigen test that series are cointegrated. One cointegrating relationship is there.
It is observed from the VEC estimation that in the economy of Brazil over the period study GDP has a negative effect on public spending on health-care. It means that GDP in the past one period seems to have slowed down the country's public spending on health-care.
Results of the estimated VAR model showed that public spending on education and public spending on health-care have not been able to exert any impact on GDP. On the contrary, it is found that one period lagged GDP slowed down the government spending on health-care. From the variance decomposition analysis indicates that in Brazil education spending and health care spending may contribute just about 8.5% and 6% respectively in constituting a GDP growth profile in the coming future. Therefore, it is found that Brazil's fiscal system has a relatively low impact on the distribution of income as far as public spending on education and health-care are concerned. My findings give support that government expenditures probably favor the higher income classes, which means that the country's fiscal system has a relatively low redistributional impact.
Policy Implication
Firstly, Brazil should privatize state-owned enterprises, such as Petrobras, and open Brazil to more foreign equity participation to develop its rich resources and improve its score in the Index of Economic Freedom. Secondly, government should take macroeconomic policies to control the rising inflation at the same time political interference in key sectors should be minimized. Thirdly, Govt. expenditure is assumed to be used in transparent way for investment in roads, schools, hospitals, or any other infrastructure that plays an important role in raising productivity. Fourthly, the results of the application of the econometric model show that in order to reduce income inequality, the government would have to emphasize in its expenditure patterns in those programs which benefit more the lower income classes. Fifthly, one important means for improving Brazil's income distribution is to drastically change the spending behavior of the state. Sixthly, government should encourage the education and health sectors through increased funding, as well as ensuring that the resources are properly managed and used for the development of education and health services. Seventhly, fair tax policies and prudent expenditure programmes should be there. Eighthly, governments should try to improve human capital by pumping more investments in education. Source: Author's calculation Source: Author's calculation Source: Author's calculation Source: Author's calculation
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